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This month regulators in the U.S. and UK fined RBS, HSBC, Citibank, JP Morgan and UBS
over US$4 billion for “rigging” foreign exchange rates over the past five years. Barclays is
still waiting for a number.
These latest bank fines suggest there’s an opportunity for an enterprising lawyer to file
a class action on behalf of shippers and forwarders who could be victims of a foreign
exchange cartel.
The precedent, should there need to be one, must surely be at https://www.freightforwardcase.
com where a cargo class action continues to provide an incentive for several law firms.
Filed in the Eastern District of New York, lawyers in the case “Precision Associates, Inc. v.
Panalpina World Transport” have recently been granted an extension to August 2015 for their
shipper clients to file a claim against forwarders who apparently conspired to fix prices.
Noting the Court has not decided in favor of either party, several global forwarders have already
contributed US$178 million to a Settlement Fund and so avoid “the time, expense, and
uncertainty associated with resolving this case by a jury trial” Several more have yet to settle.
With the lawyers due “fair and reasonable” fees under the “percentage-of-the-fund
method”, there’s an obvious incentive in keeping the pot stirred.
Meanwhile, noting bank employees manipulated foreign exchange transactions totaling
US$3.5 trillion a day, Bank of England governor Mark Carney suggests bankers should
lose their salaries if they don’t reform.
Alternatively, the banks might change their “free for all culture” if they found themselves
part of a multi-billion dollar class action on behalf of shippers and forwarders.
Time to file, Counselor?
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US-Middle East Trade:

s
n
o
i
t
c
i
d
a
r
t
Con
y
t
i
l
i
b
a
n
i
a
t
s
inSu
By Karen E. Thuermer

The United States and nations encompassing the Middle East have always
had a contentious, yet symbiotic relationship. The Middle East sells oil to the
U.S. In return, Middle East nations buy commercial aircraft, defense equipment,
oil rig apparatus, used automobiles, chemicals, and computers and electronic
equipment, among other things.
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That relationship is dramatically changing.
Today, with new found sources of oil and
shale gas in the United States, Canada and
Mexico, the U.S. is quickly loosening its
dependency for imported Middle East oil.

40 major sports events a year. “They
want to get it up to 52 weeks a year
and are investing highly in their sports
infrastructure. They also want to make
these things `green.’”

“We are importing less and less energy
from the Middle East because of our
energy gains in the United States,”
says Jeffrey Blair, EMEA director for
the Greater Houston Partnership.
According to the US Energy Information
Administration, oil imports have been
reduced by about 2.5 million barrels a
day in just the last five years while U.S.
production is expected to increase by a
further three million barrels per day by
the end of the decade. In fact, the U.S.
now exports around three million barrels
per day of refined product, an increase of
more than two million barrels since 2005.

Limited Market, Important Politics

Officials from the Port of Houston reveal
that they have seen a decrease in tankers
from the Middle East.
“Shale oil exploration has helped us
get less reliant on these countries for
crude oil,” says Jordan Frisby, Economic
Analyst, Port of Houston Authority.
Port Corpus Christi is realizing
opportunities given its strategic location
next to the Eagle Ford Shale, the most
active shale play in the world with over
200 rigs. Operators indicate the play will
be developed for decades to come. In
fact, billions of dollars worth of projects
will result in new facilities being built
within the Inner and Outer Harbor at the
South Texas port, officials report.
“Eagle Ford activity has had a remarkable
impact” says Mike Carrell, Port Corpus
Christi Commission chairman.
Simultaneously, Middle East nations like
the UAE, Qatar, Oman and Saudi Arabia
are undergoing significant infrastructure
improvements to create economic diversity.
“Qatar is looking towards their postcarbon economy with a focus on sports,”
remarks Blair. Currently, that nation hosts

While U.S. trade to that region is
miniscule compared to China and
Europe, the importance of the Middle
East cannot be underplayed. Besides
fostering allies in the war against
terrorism, the UAE, for one, serves as
an important regional hub for American
companies conducting business
throughout the Middle East, Africa
and South Asia. In fact, the UAE has
overtaken Saudi Arabia as the No. 1
Middle East market for U.S. goods.
In 2013, the U.S. exported more than
US$24.5 billion worth of products to the
UAE, a 55 percent increase since 2011.
“The energy sector has been one of the
main drivers behind this tremendous
growth,” says Michael Corbin, U.S.
Ambassador to the UAE. “We expect
business opportunities in this important
area to fuel future expansion of our trade
relationship.”
While oil and gas production is set for
expansion in the UAE, that nation is
also aggressively seeking to diversify
its economy and transition some of its
own energy needs to renewable energy
sources, as is evident from its Shams 1
solar projects that became operational
last year.
The country is known for having the
world’s largest per capita carbon footprint
due to the amount of electricity required
for desalination and air conditioning.
“The UAE has seen some movement
towards green cities, however,” remarks
Blair. “They are seeking companies with
expertise in wind, solar and nuclear
green architecture.”
Much of that effort is centered in Abu Dhabi
where the Abu Dhabi Sustainability B
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A total of 67 championship horses flew on Qatar Airways Cargo B777 freighters from Liège, Belgium, to
Doha, Qatar for the final round of the 2014 Longines Global Champions Tour season that ended on
November 15 at the Al Shaqab equestrian center.

We are importing less and less energy from the Middle
East because of our energy gains in the United States
Jeffrey Blair, EMEA director, Greater Houston Partnership.

Week (ADSW) was launched in 2013.
Major events at ADSW include the
International Water Summit (IWS) and
the Abu Dhabi International Renewable
Energy Conference (ADIREC). Abu Dhabi
is also home to Masdar, a commercially
driven renewable energy company and
strategic government initiative that is
charged with investing, incubating and
establishing a new energy industry in
Abu Dhabi and around the world.

13-megawatt photovoltaic plant, the
largest of its kind in the Middle East and
North Africa, in Dubai. The plant is part of
Dubai’s plan to develop a solar park with
1,000 megawatts of power by 2013.

Among its projects is Masdar City, the
world’s first carbon-neutral zero waste
city. Scheduled for completion in 2016,
officials claim the project will use 70
percent less electricity and 60 percent
less water than a conventional city.

Meanwhile, Dubai Water and Electricity
Authority (DEWA) plans to build the first
solar power plant in Dubai, which will be
the UAE’s second solar power station
after Masdar’s Shams 1.

Jamal Bafagih, director of the Houston
office of the National US-Arab Chamber
of Commerce, reveals that investment
there is picking up and U.S. companies
are activity exporting solar and carbon
neutral equipment to the site.
In early March 2014, U.S. Secretary of
Commerce Penny Pritzker accompanied
a number of U.S. companies on a trade
mission to the UAE, Saudi Arabia,
and Qatar to explore opportunities in
infrastructure development with a focus
on project management and engineering
(including construction, architecture
and design); renewable energy (solar,
wind, waste-to-energy); smart grid and
energy efficiency; and environmental
technologies (including water/wastewater,
air pollution control, and waste
management). Among the participating
companies were FirstSolar, AREVA Solar,
SolarReserve and ZeroWaste.
FirstSolar has already built a

In 2013, Masdar and the U.S. Ex-Im Bank
signed an MoU to explore opportunities
to structure and deploy up to US$2 billion
worth of Ex-Im Bank’s finance supporting
US exports to Masdar’s future projects.

As a result of all of these efforts, cities
in the U.S. are seeing increased
numbers of UAE delegations arrive to
set up procurement offices. Most are not
focused on renewable energy or export
opportunities, however. In fact, Blair
points out that those arriving Houston
are looking for procurement in traditional
energy-related businesses or real estate.
“They need people and that is where
Houston will play a role in their economic
infrastructure,” he says. “We are the
engineering capital of the world, and this
is where we add value. We are also the
hub of big construction companies.”
The U.S. government had tried to secure
a bilateral trade agreement with the UAE
as part of an effort to patch together an
overarching US-Middle East Free Trade
Agreement by 2013. But complications
involving Iran, Syria, Israel and the rise of
extremist militant groups have made that
all but a pipe dream. 
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seabury report

THE NEW
GATEWAY
TO THE GULF
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Asset rich, employment poor

A new report by the World Economic Forum (WEF)
acknowledges the “deeply destabilizing” economic and
political effect youth unemployment has on the MENA
region as a result of poor education.

With more than half its population aged under 25 and nearly 30 percent
unemployed or underemployed, governments and observers acknowledge that
education is key if they are to avoid some of the negative social consequences
already experienced in parts of the Middle East and North Africa.
Following meetings with stakeholders in the region, the WEF has identified nine
reasons why, despite the money spent on developing their economies, the Gulf
Cooperation Council (GCC) countries continue to have a problem:
■
■
■
■
■
■
■
■
■

There is a skills mismatch inhibiting nationals from being employed
in the private sector.
Young nationals are not taking enough responsibility for their lives.
There is cultural resistance to doing certain jobs, for example sales and 		
vocational work. (“In Arabic, ‘saleswoman’ is a lady who sells on the streets.")
Public sector employment incentives render private sector employment 		
unattractive.
Labor laws are more protective of nationals than of non- nationals.
The business environment is non-conducive for entrepreneurship and 		
small SMEs.
The economy is not sufficiently diversified.
There is a lack of private sector consultation in public decision-making.
The private sector is not investing enough in young nationals.

WEF stakeholder feedback in respect to entrepreneurship is illuminating:
“Bankruptcy laws can lead to jail punishment for entrepreneurs; with a few
exceptions, the culture in the region is not entrepreneurial and entrepreneurs are
not respected; this is a commercial culture, but not an investment culture oriented
towards risk; the system makes it difficult to be an entrepreneur, because the
government has historically played a paternal role.” B

Aramex founder Fadi Ghandour, an
advocate of Sustainability before it
became fashionable, acknowledges
that encouraging entrepreneurship
is key to reducing the MENA region’s
high level of unemployment: “They are
drivers of economic growth, innovation
and competitiveness. Specifically, it is
scalable startups that hold the keys to
job creation,” he explains.
Ghandour has founded the Wamda
Research Lab (WRL) with the object
of informing policy makers, investors
and other stakeholders on the critical
challenges entrepreneurs face. Its first
study asked 900 of them to identify their
barriers to success.
The results confirm the WEF findings
with the number one problem being
the MENA region’s outdated education
systems that graduate generations of
unemployable youth who lack competitive
21st century skills. And even when they
are found, says WRL, they prefer to work
for large corporations or a government
department because there is less of a
challenge and more security.
The second entrepreneur barrier is a
continuing lack of access to finance.
WRL research indicates that 78 percent
of respondents said they had to use their
personal savings at least partially to
finance their ventures, and almost half of
them resorted to family and friends for
support.
Despite the Internet, another barrier
to success is the MENA region’s
fragmented markets that allow
little mobility of talent, goods and
capital. WRL found that 47 percent of
entrepreneurs and 50 percent of experts
cited finding partners to facilitate
expansion as a significant challenge.
Ghandour notes that the share of intraArab trade in total merchandise trade
still hovers at around 10 percent “as
most countries maintain protectionist
policies that tend to stifle regional
commerce”.
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Last but not least, 41 percent of
entrepreneurs in the WRL study
identified marketing products and
services as the biggest obstacle to
generating revenue, and 28 percent
mentioned the difficulty in finding
customers.
Ghandour says an obvious answer to
support entrepreneurs is for local and
regional business leaders to set up
procurement policies with them. As
a step in the right direction he notes
a recent UAE law requiring federal
authorities and ministries to allocate at
least 10 percent of their procurement
budgets for SMEs.
“The fact remains that the region’s
outdated education systems,
fragmented markets and weak
entrepreneurship support mechanisms
are stifling the growth of startups and
innovation. Job creation needs to be at
the core of every stakeholder program,
be it a policy, national strategy, privatesector initiative or social activity.
“It is time we pool our knowledge,
resources, capital and networks to turn
entrepreneurship into a development
tool for our societies and economies,”
Ghandour declares.
Acknowledging MENA governments
should establish an employment system
that is more reliant on their youth than
imported labor to sustain long-term social
stability and economic prosperity, the
WEF report adds delicately: “Approaches
that circumvent what is at the core of
the challenge – the hearts and minds
of young women and men – expose the
employment system to greater costs
in the long term: social instability and
an economy that does not meet its full
potential.”
Dubai-based Aramex, founded in
1982 and now a global logistics and
express company, reported third
quarter revenue of AED 922 million,
up 12 percent compared to the same
period in 2013. Net profits increased
16 percent to AED 69.5 million, up from
AED 59.9 million in Q3 last year. 

Fadi Ghandour Aramex founder

It is time we pool
our knowledge,
resources,
capital and
networks to turn
entrepreneurship
into a development
tool for our societies
and economies
Fadi Ghandour, Aramex
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Sustaining the Dubai effect
Notwithstanding other parts
of the MENA region, aviation
in Dubai is having a positive
impact on employment for
under-25 year-olds.

tourism and connectivity benefits”.
However given the volumes
involved, the authors feel obliged
to include the data: In 2013,
2.65 million tonnes of cargo was
handled at Dubai - 6.3 percent of
the global total. Between 19902013, air cargo through the emirate
has grown by an average of 13.5
percent per annum, compared with
the growth rate for total global trade
volumes of 5.6 percent per year.

Between now and 2020 the
contribution of the aviation sector
to the Gulf emirate’s economy is
expected to grow at a faster rate than
the economy as a whole because of
a strong growth in international air
passenger traffic and cargo, and the
continued expansion in airport and
airline capacity.
According to a just-published study*
by Oxford Economics, the total
contribution of aviation to Dubai’s
economy - excluding connectivity
and cargo benefits - is expected
to rise from US$26.7 billion of
Gross Value Added (GVA) in 2013,
equivalent to 26.7 percent of GDP,
to US$53.1 billion in 2020 and
US$88.1 billion by 2030.
Absent any air capacity constraints,
the consulting group estimates a
corresponding increase in GVA to 37.5
percent by 2020 and 44.7 percent in
2030. At the same time, aviationassociated employment is expected
to grow from 416,500, or 21 percent
of current levels, to 754,500 in 2020
and 1,194,700 - or 35.1 percent of
the total - by 2030.

will, there would be a 13 percent
drop in forecast GVA by 2030 and a
subsequent jobs shortfall of 159,600
– or 4.7 percent of projected Dubai
employment that year. At the same
time, the economy would be more
dependent on manufacturing,
construction, wholesale and retail
and have a reduced role for varied
business services.
Oxford Economics calculates that
the total core impact of the Emirates
Group on Dubai amounted to US$7.8
billion in 2013, with Dubai Airports’
contribution put at US$0.8 billion
and the rest of the aviation sector at
US$7.9 billion. So the aviation sector
added US$16.5 billion, or 16.5
percent, to Dubai’s GDP.

The study notes that if the Emirates Group supported some
government changes its current 107,600 jobs through direct,
strategy, and there are no signs it indirect and induced channels,

The Oxford Economics report,
commissioned by Emirates Group,
is a bid to counter recent criticism
by some airline competitors that
Dubai Airports another 12,700, and the carrier’s success is the result of
other aviation-related businesses government support.
139,100 jobs - or 13.1 percent of
Referring to the broader benefits
total employment.
aviation contributes to the Dubai
In 2013, Dubai had direct economy, Adrian Cooper, CEO
passenger flight connections to of Oxford Economics argues “air
149 cities with over one million travellers and shippers using
inhabitants - a potential export Dubai and Emirates Airline make
market of 916 million people or 13 an important contribution to many
percent of the world’s population. national economies”. Noting Dubai
International airport now ranks
Turning to air cargo, the study notes fourth globally for international
that air transport facilitates trade in passenger and cargo traffic, Cooper
certain types of products that would adds: “In some quarters this success
otherwise not be traded, thereby is viewed with suspicion, being seen
generating additional value added as evidence of government support
for some sectors of an economy, and unfair competition. We looked
to their suppliers and to suppliers at this in depth and conclude this
of goods and services to their view is incorrect.”
employees. It says these benefits
are “difficult to quantify, given the *Oxford Economics: Quantifying
available cargo data…and will the Economic Impact of Aviation in
be modest in comparison to the Dubai, November 2014.
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The trillion-dollar

Only Germany,
Switzerland,
the UK and U.S.
actively enforce
the Convention
while five others
- Italy, Canada,
Australia, Austria
and Finland - are
classified as
having “moderate”
enforcement.
10th Transparency International
(TI) bribery report

shell game
Fifteen years after 41 countries adopted the
OECD anti-bribery Convention, only
four of them are actively investigating and
prosecuting companies who bribe foreign officials
to win contracts, licenses or concessions.

A

According to the 10th
Transparency International (TI)
bribery report, the Convention is
a key instrument for stopping corruption
because the 41 signatory countries
are responsible for approximately 66
percent of world exports and almost
90 per cent of total foreign direct
investment.
TI says only Germany, Switzerland,
the UK and U.S. actively enforce the
Convention while five others - Italy,
Canada, Australia, Austria and Finland
- are classified as having “moderate”
enforcement. The nine countries
account for 31.4 percent of world
exports. TI notes Canada is the only
country to have “significantly” improved
its foreign bribery laws and started
several investigations since last year.
The four leading enforcers completed
225 cases and started 57 new cases
between 2010-2013. One of them
involved Chad's former ambassador
to the U.S. and Canada, Mahamoud
Adam Bechir. Earlier this month the
U.S. Department of Justice recovered

over US$100,000 from him following
an admission by Canadian energy
company Griffiths Energy International
that it had paid him US$2 million to
secure oil-drilling rights in Chad.
Bechir, who served as ambassador to
the two countries between 2004 and
2012 and now represents Chad in
South Africa, allegedly combined the
bribe with other funds and laundered
it through U.S. bank accounts before
transferring a total of over US$1.47
million to South Africa. The DoJ case
was brought under the U.S. 'Kleptocracy
Asset Recovery Initiative' designed to
forfeit the proceeds of foreign official
corruption.
In an open letter to G20 members this
month TI noted that at least $1 trillion
is siphoned from developing countries
each year: “When financial secrecy
helps strip Africa of US$50 billion each
year, something is wrong. When the
poor of this world see the wealth of their
countries slip beyond their borders,
something must be done,” B
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Call to cut
corruption
Prior to the G20 meeting in Brisbane
earlier this month, anti-corruption
watchdog Transparency International (TI)
called on world leaders to take concrete
action to stop corruption and make the
global trade system more transparent.
“Lest we forget: the primary victims of
organized crime, corruption, and tax
evasion or avoidance are the poorest
citizens of the world,” it declared.
TI called on the G20 leaders to stop more
than US$1 trillion dollars siphoned off
each year that could be used to alleviate
poverty and better the lives of millions.
The call for the G20 to act follows a report
published in October by the Independent
Commission for Aid Impact (ICAI) criticizing
the UK’s Department for International
Development (DFID) for its approach to
anti-corruption.
ICAI says DFID has not developed an
approach equal to the challenge of
overcoming corruption nor has it focused
its efforts sufficiently on the poor. The
report claims the willingness of the
country’s aid agency to tackle corruption is
often constrained by politics.
ICAI lead commissioner Mark Foster said
DFID should develop an approach to
fighting corruption in partnership with the
UK Foreign and Commonwealth Office
that “could be a beacon for anti-corruption
internationally”.
ICAI recommends DFID should
implement a detailed plan setting out
the level of ambition, commitment and
positioning of the UK with respect to
tackling corruption; develop standalone
anti-corruption country strategies and, in
addition to its current activities, programs
that tackles corruption over a 10- to 15year time horizon with short-, mediumand long-term goals; more programs that
specifically target everyday corruption;
publish feedback from stakeholders of its
anti-corruption work; and create a centre
of excellence to cultivate expertise that
will drive anti-corruption efforts globally.

However OECD signatories France,
Sweden, Norway, Hungary, South Africa,
Argentina and Portugal, who together
account for 7.6 percent of exports, are
described by the organization as having
“limited enthusiasm” for enforcement.
“For the anti-bribery convention to
achieve a fundamental change in the
way companies operate, we need
a majority of leading exporters to
be actively enforcing it, so that the
other countries will be pressured to
follow suit,” said TI chair José Ugaz.
“Unfortunately, we are a long way from
that tipping point, and that means the
vision of corruption-free global trade
remains far away.”
TI says the remaining 22 signatories,
representing 27 percent of annual world
exports, are doing “little or nothing” to
enforce the Convention because of a
lack of political will. The list includes
Japan, the Netherlands, South Korea,
Russia, Spain, Belgium, Mexico, Brazil,
Ireland, Poland, Turkey, Denmark,
Czech Republic, Luxembourg, Chile,
Israel, the Slovak Republic, Colombia,
Greece, Slovenia, Bulgaria and Estonia.
The watchdog says 20 of them have not
brought any criminal charges for major
cross-border corruption by companies
in the last four years.
And despite repeated calls for all G20
members to adhere to the anti-bribery
Convention, four significant exporters
have shown no recent signs of doing
so: China, India, Indonesia and Saudi
Arabia. Meanwhile, in addition to
Canada, TI says only New Zealand
improved its degree of enforcement
in the past 12 months as Bulgaria and
Denmark apparently fell into the “Am I
bothered?” category.
TI notes that another reason for thriving
cross-border bribery is because the
real owners of companies are masked

behind increasingly sophisticated shell
companies. It now wants the European
Union and the G20 to make sure these
beneficiaries are made known to the public.
"Fifteen years should have been enough
[time] to enforce these commitments.
The OECD has worked hard to make the
convention a powerful tool and pushed
governments to adopt tough laws. Now
it needs to make sure that enforcement
authorities have all the support they need
to counter the growing power of crossborder crime networks,” Ugaz said.
As a next step, TI is recommending
OECD members provide adequate
staffing and funding for anti-bribery
enforcement; continue a successful
monitoring program that also involves
civil society organizations; consider
how to best obtain inputs from
countries affected by foreign bribery;
and publish data on enforcement,
judgments and settlements. TI says
some countries, including Germany,
currently withhold details that would
enable the identification of companies
or individuals that are prosecuted or
convicted.
Noting the G20 has agreed that profits
should be taxed “where economic
activities occur and value is created,”
TI cites U.N. data that claims detection
rates of illicit funds transfer by law
enforcement agencies are as low as
one percent.
“To ensure that countries, especially
developing countries, do not lose out on
the wealth of their resources and the graft
of their people, It is crucial that multinational
companies are more transparent about
their operations….Opacity in the global
financial system serves as a smokescreen
to hide crime and corruption but the G20
has the opportunity to shine a light and
make it harder to hide,” said TI in its letter
to the G20. 

Redbox by AirAsia
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the new low-cost courier in town
Reliable

Convenient

Affordable

Creating something for everyone in parcel deliveries, where everyone can courier!

Introducing Redbox by Airasia, the new low-cost courier service in Southeast Asia! Offering the
best value-for-money express courier and parcel delivery service, it is wholly developed by AirAsia
to provide customers up to 50% savings in costs compared to existing courier services.
Redbox is designed by the airline to deliver low-cost courier services suitable for businesses,
average consumers, corporate clients and foreign workers for the carriage of regular parcels,
business packages and documents
throughout the airline’s extensive
route network.
We have already launched our services
across Singapore, Malaysia, Indonesia,
Philippines, Vietnam and Nepal with
plans currently underway for launches
in other countries such as Australia,
Japan, China and Hong Kong.
For more information, please visit us
at redbox.airasia.com .
REDBOX PRODUCT LAUNCHING :
(From left) AirAsia X Bhd Chief Executive Officer Azran Osman Rani, AirAsia Bhd CEO Aireen
Omar, Airasia Bhd Head of Cargo Captain Chin Nyok San, Communication & Multimedia
Minister Malaysia Datuk Seri Ahmad Shabery Cheek, AirAsia Group Chief Executive Officer
Tan Sri Tony Fernandes, Redbox Asia Ptd Ltd CEO Randy Ong and Redbox Asia Executive
Chairman Victor Lim at the launch of the new low-cost courier and parcel delivery service,
Redbox in Kuala Lumpur, on 14th August 2014.
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VIEWPOINT
E
There is a common perception that corporations interested in sustainability are
mostly those based in U.S. and EU where consumers generally ‘care more’ about
the societal and environmental footprint of the products they buy and the food they eat.
The latest research on consumer
behaviour indicates that this may not
be the whole truth with consumers in
emerging markets such as India, China
and Brazil showing an increasing interest
in the environmental impact of their
purchasing decisions as opposed to
Western consumers.
At the same time, governments in
emerging markets are tightening
regulations to encourage companies
to minimize pollution and play a more
active role in solving sustainability
challenges in their local context. For
example, Chinese legislators recently
passed the first amendments to the
country’s environmental protection law in
25 years, promising greater powers for
environmental authorities and harsher
punishments for corporate polluters.
Another example is India. Recently,
the government of India passed a
new law requiring companies to invest
two percent of their net profits in local
community projects. While many
companies, including Maersk Line,
have been involved in local community
projects in India for years, the law
is sparking renewed conversations
among corporate India on how
private companies can best support
the government and civil society in
accelerating India’s economic, social and
environmental development objectives.
In order to better understand how

customers in emerging markets like
India are addressing the sustainability
challenges and opportunities specific
to their sectors, Maersk Line in India
recently hosted a roundtable discussion
with eight of its key customers across
Indian based multinationals covering
industries such as steel, automotive,
textiles and chemicals. The roundtable
which included representatives from
Mahindra & Mahindra, TATA, Reliance,
ITC Ltd-PSPD and Aditya Birla Group,
included presentations from Maersk
Line and the NGO Forum for the Future
and involved lively exchanges between
the participating companies on their
respective sustainability challenges.
“The roundtable discussion was a unique
opportunity for Maersk Line to learn what
some of our most important customers
and business partners are doing in this
important area and also share some
of the work we have been doing at a
global level,” explained Franck Dedenis,
Managing Director for Maersk Line in India.
“At the same time it was a good
opportunity to explore concrete areas
where we as local companies with global
outlooks and strong values can work
together to address some of India’s core
sustainability challenges.”
Dr Vidya Tikoo, vice president,
Sustainability Framework, from Aditya Birla
Group, added: “This was a good forum for
us to discuss and explore opportunities B
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The enormity of the challenges
businesses face today dictates
that no single entity, however
large, can successfully tackle
them on its own.

Beroz Gazdar, senior vice president of Sustainability
Mahindra & Mahindra

Why sustainability is not (just) a Western concept
for how we as private companies
can contribute towards sustainable
development in India. We look forward
to taking these discussions further with
Maersk Line and the other participating
companies in the roundtable.”
At the end of the roundtable, a number
of concrete actions were identified
where the participating companies
committed to collaborating on concrete
sustainability initiatives, including sharing
data on environmental impacts across
the supply chain and joint community
investment projects aimed at improving
the livelihood for Indian truck drivers.
In order to effectively follow through
on these – and future – ideas, the
participating companies agreed to
formalize the initial discussions into
a regular roundtable format focusing
on advancements in sustainable
logistics in India. The new initiative
which will convene on a regular basis
on the initiative of each of the member
companies, has been named SLICE:
Sustainable Logistics Initiative by
Conglomerates in Emerging Markets.
Beroz Gazdar, senior vice president of
Sustainability at Mahindra & Mahindra
explained: “The enormity of the
challenges businesses face today
dictates that no single entity, however
large, can successfully tackle them
on its own. It is quite clear that true
sustainability can be achieved only
through collaboration. The initiative by
Maersk Line in India of bringing its Indian
stakeholders together to collectively work
towards sustainable logistics is a step in
the right direction. Addressing common
concerns through regular interaction will
be a win-win for all.”

Geeta Uppal, head of Ocean Logistics,
Reliance Industries Limited concluded:
“I am pleased to be invited as a
participant in this initiative by Maersk
Line. I look forward to some common
goals and learnings that will continuously
look at improvements in the supply
chain towards a more sustainable
environment.”
India’s new CSR law explained:
After years of debate, the Indian
Parliament has passed its first update
of the country’s corporate law in more
than 50 years, which includes several
important provisions that modernize
India’s corporate governance rules.
The provision that has got the most
attention is the so-called “two percent”
requirement, which has made India the
first country in the world to mandate
companies to invest in philanthropic
causes in their local communities, e.g.
activities that promote poverty reduction,
education, health, environmental
sustainability, gender equality, and
vocational skills development.
The requirement will apply to all
companies over a certain size that
are incorporated in India, whether it is
domestic or a subsidiary of a foreign
company. In practical terms, this means
that about 8,000 companies will be
spending a combined total of up to
US$2 billion annually on local community
activities in order to comply with law.
The law will apply to all Maersk
companies incorporated in India.
- Mette Olsen is a senior global advisor,
Sustainability, at Maersk Line 
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Caught

between a pipe and a rail

The November mid-term elections for the
U.S. Congress saw Mitch McConnell reelected to a sixth term as Senator for
Kentucky and Senate Majority Leader
for the first time.

McConnell campaigned on the slogan “coal, guns and freedom” and
obviously struck a recurring seam among voters anxious to keep their jobs in
a state dependent on coal – much of which is carried by CSX to Kentucky’s
C02-emitting power stations targeted by new Environmental Protection Agency
regulations.
Coincidentally CSX is the railroad company that last month rebuffed a merger
overture from CP Rail. According to CP Rail CEO Hunter Harrison, the two
companies had four meetings to “explore opportunities” in a bid to improve
shareholder value, improve service offerings and resolve a recurring rail
bottleneck around Chicago. B
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Notwithstanding McConnell’s political
bias to his coal constituents, both CSX
and CP Rail are currently benefitting from
the increasing volume of crude oil being
shipped by rail from Canada’s tar sands
in Alberta both east and south across
North America.

pipelines south and east to refineries in
Illinois and Oklahoma. And for CSX it
would be a short rail hop carrying crude
to Kentucky should the EPA succeed
in closing down the state’s coal-fired
power stations – an unlikely event while
McConnell remains Senate leader.

With control of both the House and
Senate in the next Congress, McConnell
and his Republican colleagues now feel
they have the leverage to get president
Obama to authorize the construction
of a final section of what Canadian
power company TransCanada calls its
“Keystone” pipeline - several parts of
which have already delivered 550 million
barrels of oil to storage areas in the
American mid-west.

Meanwhile both CSX and CP continue
to benefit from a continued delay in
completing the pipeline – the cost of
which has risen from US$5.4 billion to
US$8 billion since TransCanada received
initial presidential approval in 2008.
According to the U.S. moving crude
oil by rail was only a US$25.8 million
business that year. In 2013 it was worth
US$2.15 billion.

TransCanada, which has reportedly
spent over US$2 billion on a pipe
network that competes with rail and
will eventually deliver tar sands’ oil
to more Texas refineries, is currently
caught between the politics of fossilfuel supporter McConnell and climate
change advocate Obama.
The latter’s announcement at the
Asia-Pacific Economic Cooperation
summit that the U.S. and China have
agreed to significant reductions in
C02 emissions over the next decade,
provoked McConnell to declare: "I was
particularly distressed by the deal he's
reached with the Chinese on his current
trip, which, as I read the agreement, it
requires the Chinese to do nothing at all
for 16 years, while these [EPA] carbon
emission regulations are creating havoc
in my state and other states across the
country."
The fourth phase of the Keystone project
that so excites oil advocate McConnell is
the construction of a second pipe 1,200
miles long from Alberta to Steele City,
Nebraska to deliver an extra 830,000
barrels a day via existing TransCanada

Which is one reason why CP expects
to increase its crude oil carrying from
120,000 to over 200,000 railcars next
year with Harrison describing the sudden
bonanza “like gold rush to us”.
Speaking to analysts in late October,
he acknowledged he’s not looking to
pursue discussions with other merger
possibilities as a way of introducing
discipline to a rail industry that includes
players who don’t, in his view, behave
responsibly: “People have to do what
they say they’re going to do,” he adds,
when talking about the increasing
problems of getting through the Chicago
rail hub.
Noting the North American rail industry is
facing gridlock if network solutions aren't
put in place immediately, Harrison says
a “pro-competition, customer-friendly,
safety-focused railway combination
is one such solution that could not be
ignored on its merits by regulators."
Expanding in his view, he thought a deal
with CSX would have provided both
companies with operational synergies as
well as service and marketing benefits
and adds there are at least two B

Alan Dorling
Hunter
Harrison, CP Rail CEO
Global Head of Pharmaceuticals 		
& Life Sciences, IAG Cargo
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A pro-competition, customer-friendly,
safety-focused railway combination
is one solution that could not be
ignored on its merits by regulators.
HUNTER HARRISON, CP Rail CEO

essential criteria for any rail merger: lack
of management ego on both sides of
the table and executing a well-defined
plan. His opinion seems to be based on
experience. Prior to joining CP he was
the former president, CEO and COO at
Canadian National Railway (CN) between
1998 and 2009. His career has also
included positions as president and CEO
at Illinois Central Corporation and Illinois
Central Rail Road Company, as well as
Burlington Northern’s vice president of
Transportation and vice-president of
Service Design.

In the case of CSX, he says the biggest
lost opportunity was not being able to
increase shareholder value: “However it
was only several billion, not enough to
worry about.”
Last month CP reported record third
quarter profits of C$400 million – up 26
percent over the same period last year.
Revenue rose nine percent to C$1.67
billion to produce an operating profit of
C$621 million, also a record. Revenue
per carload increased seven percent
overall for the quarter as crude oil B
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transport rose 68 percent followed by
domestic intermodal at 18 percent.
For the first nine months of 2014 net
income was C$1.025 billion, an increase
of 29 percent year-on-year. Freight
revenue rose eight percent to C$4.7
billion from C$4.4 billion - primarily due
to higher Canadian grain and crude oil
volumes. The company says it expects
to grow revenues to C$10 billion by 2018
and generate C$6 billion in cash flow
between 2015 and 2018.

modal shift, coal continues to feature
significantly in CSX earnings. Nine-month
revenue was US$2.12 billion, down
four percent from the same period last
year. The company notes: “Coal volume
increased due to higher shipments of
domestic coal attributable to marketplace
gains and utilities replenishing stockpiles
as a result of the colder-than-normal
winter. This growth was partially offset by
a decrease in export coal as a result of
continued weakness in the global market.”

For CSX, based in Jacksonville, FL, its
third quarter profit of US$509 million on
revenue of US$3.2 billion was a record.
Revenue for the first nine months of 2014
rose five percent to US$9.5 billion to
produce net earnings of US$1.4 billion –
similar to the previous year’s figure.

CSX saw its biggest sector revenue
increases in 2014 from moving
agricultural products (+16 percent),
chemicals (+15 percent), and an 18
percent hike in waste and equipment
from its construction business - “due to
growth in machinery shipments of wind
energy components”.

Although its intermodal business grew
five percent in 2014 to US$1.32 billion
partially as a result of truck-to-rail

With coal in decline, that’s a straw in
the wind Senator McConnell probably
doesn’t want to see. 
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According to the Artic
Institute, expectations are
high that the Northern
Sea Route (NSR) will rival
traditional shipping routes and
complement the Suez Canal
route as a key waterway for
trade to and from Asia by the
middle of this century.
In this first report, institute
executive director Malte
Humpert uses data from the
2013 NSR shipping season to
identify and analyze traffic
patterns, point out differences
compared to the Suez and
Panama Canals and draw
conclusions about the future
potential of the NSR.

To Asia via the

The 2013 shipping season on the
Northern Sea Route (NSR) commenced
on June 28 when the Russian-flagged
vessel Varzuga, carrying 13,658 tons
of diesel, entered the NSR at Cape
Zhelaniya north of Novaya Zemlya. Over
the course of 154 days a total of 49
vessels transported 1.35 million tons of
cargo. A further 22 vessels transited the
NSR unladen carrying 507,000 tons of
ballast. The shipping season concluded
on November 28 when the Russian-flagged
vessel Bukhta Slavyanka exited the NSR
at Cape Dezhnev in the Bering Strait.
The Northern Sea Route Information
Office lists 71 transits for 2013 but a
closer analysis of the data shows that
only 41 vessels traveled the entire length
of the NSR and qualify as full transits.
An additional 23 vessels either departed
from or arrived at ports inside the NSR
and did not fully transit it. A further seven
vessels traveled exclusively within the
NSR. Of the 41 ships that transited

the full length only 30 carried cargo,
transporting 1.19 million tons.
Oil products, including diesel, fuel oil,
and naphtha, made up the lion’s share
of cargo on the NSR in 2013. In total
31 vessels carried 911,000 tons of oil
products representing 67 percent of all
cargo. Iron ore accounted for 203,000
tons representing 15 percent of all
cargo in 2013. General Cargo, also
called break bulk cargo, accounted for
7.4 percent of goods on the NSR. Coal
deliveries represented 5.5 percent of
traffic. LNG accounted for 5 percent of all
NSR traffic in 2013 and a single vessel,
the Arctic Aurora, carried 66,868 tons of
LNG from Hammerfest to Chiba.
The 2013 season saw two distinct peaks
in shipping activity. In eastward direction,
supplies for local communities, mainly
oil products, and two iron ore shipments
dominated the first two months of the
season, July and August. Unfavorable B

Northern Sea Route?
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The NSR remains a niche trade route with limited
numbers of true transits. The export of Arctic
hydrocarbon resources, primarily from
Russia, and their transport along the NSR can
be expected to grow over the coming years.

ice conditions near Severnaya Zemlya
and in the East Siberian Sea during the
first half of September led to a drop in
traffic before a second peak emerged at
the end of the month. Westbound traffic
commenced around July 15, about two
weeks after eastbound transits. The
first peak in shipping activity occurred
between July 15 and August 15. Almost
all volume carried during this time
consisted of ballast. The second increase
in shipping in late September and
October included primarily oil products,
general cargo and coal.

carried 460,000 tons of cargo and
500,000 tons of ballast. The NSR exhibits
a strong bias for eastbound journeys.
Products, primarily natural resources,
are shipped to the markets in Asia, with
limited cargo shipped in the opposite
direction. This imbalance in the flow of
goods leads to a higher share of ships
traveling the route empty and thus
reduces profitability. In contrast to the
Suez and Panama Canals, the NSR
largely represents a one-way traffic route.
After delivering cargo at ports in Europe
or Asia few ships make the return voyage
either with or without cargo via the NSR.

Russian ports
The vast majority of transits, 54 of 71
journeys, originated in Russian ports and
those vessels transported 705,000 tons,
equal to 52 percent of all cargo. The lack
of diversification, especially in terms of
country of origin, is striking. The NSR is
primarily utilized as a domestic supply
and export route for Russia and much
less as an international transportation
corridor by countries in Europe or Asia.
Key hubs for this regional shuttle service
are Murmansk and Arkhangelsk in the
west, Ob Bay in the center, and Pevek in
the east. Out of 71 total transits, 43 were
exclusively between Russian ports.
Traffic patterns on the NSR differ
significantly between east- and
westbound transits. In 2013, 40 vessels
traveled eastbound carrying 895,000
tons in cargo and 6,000 tons of ballast.
In contrast, the 31 westbound vessels

Conclusion
The NSR remains a niche trade route
with limited numbers of true transits. The
export of Arctic hydrocarbon resources,
primarily from Russia, and their transport
along the NSR can be expected to grow
over the coming years. However, this
will not establish the NSR as a true trade
route but in contrast place even greater
emphasis on one-directional traffic from
west to east.
Mr. Putin’s hope to establish the route
as a northern export highway may
yet be dashed by unfavorable market
conditions, varying ice levels and the
lack of available Russian icebreakers.
Based in Washington DC, the Arctic
Institute is an interdisciplinary,
independent think tank focused on
Arctic policy issues. 
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How can companies innovate beyond

obsolescence?

Mark Buckley is a product design student
who won a place in 2011 on the Kingfisher
Group’s B&Q Youth Board as part of the
Ellen MacArthur Foundation, which has
worked with Bradford University School
of Management to develop an Innovation,
Enterprise and Circular Economy MBA.
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Buckley thinks it’s only when business
leaders question the current ways of
working that real innovation can thrive.
He says he’s discovered that creativity is
what keeps businesses evolving, current
and profitable:
The Kingfisher Group Youth Board consisted
of nine individuals, between the ages
of 16-19. We were set the challenge to
rethink B&Q’s business, in a world with
increasing raw material costs and waste
disposal, to keep the company thriving
in the long term and become business
innovation ambassadors.
We were introduced to the idea of a
circular economy, and were given full,
unrestricted access to the business for
research, interviews and questioning.
I met with buyers, sat in on ‘range
reviews’, and presented alongside Euan
Sutherland (former Kingfisher COO)
and Dame Ellen MacArthur at Retail
Week’s annual Conference. We were
each mentored by a Director on the B&Q
Board, and had on-going support from
the Ellen MacArthur Foundation.

■ Creating a circular economy

and then return them to the store rather
than leaving them to rust in a shed or be
thrown away.
These ideas identified opportunities which
could fundamentally change the current
working of B&Q, building better relationships
with their customers and suppliers to
become in the future, a business more
resilient to the effect of volatile raw material
prices – currently a great threat to B&Q.
B&Q is actively engaging with this thinking
and involving all areas of the business to
pursue these proposals.

■ Business Innovation
I feel that the success of the Youth
Board is gaining an external insight
to see things anew. The key to seeing
fresh innovation is not having any
experience of common practices or an
understanding of the norm – this is what
a younger perspective can provide.
When the mind is swamped with the
reasons why an idea is less obtainable,
desirable, affordable or realistic, it means
possibilities are filtered before they are
given the chance to work through.

We reported back a year later in a
presentation to Kingfisher’s Group
CEO, Sir Ian Cheshire, Dame Ellen
MacArthur and the B&Q Board of
Directors with our vision for DIY in the
21st century. We proposed three closely
interlinked proposals: a take back offer, a
repair service, and a strategy for leasing
products in a format that makes DIY a
much easier process for the customer.

Sir Ian Cheshire, commented: “I think the
great thing about the B&Q Youth Board
is they come from a completely different
angle than the rest of the business. The
perspective you have when you’re 1618 is full of possibilities, you have this
invisible confidence in the future, but you
also ask some difficult questions maybe
people in the business have stopped
asking. They have taken a challenging
topic of our longer term future.”

Under the system, customers would be
able to hire the package of tools they
would need to complete a particular job

We self-select and rationalize ideas when in
the ‘business as usual’ context. The British
designer, Sir Jonathan Ive, senior B
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vice president of Design at Apple, spoke
about how Steve Jobs understood ideas:
“He understood about ideas ultimately
can be so powerful; they begin as fragile,
barely formed thoughts, so easily missed,
so easily compromised, so easily just
squished.” It is about treating the process
of creativity with care, which can be
difficult in the everyday business practice.

Straight Lines: Making Sense of Our Nonlinear World’.

■ Organizational change

Whereas, when products always belong
to the manufacturers, returning to their
creator (be that manufacturer or retailer),
they are no longer just valued for their
purpose. The materials, components,
embedded energy regain their value. It’s
here that a new approach to business
needs to be undertaken to capture
these assets, which can hugely benefit
business and users.

We questioned the linear pattern of
B&Q’s business, and if the one-way shift
of goods to customers is really the best
offer for customers, or even makes the
best business sense. I feel when you are
locked into this linear system, design
can become a gloomy and daunting
process, because whatever you design,
regardless of your good intentions or
careful design choices, you know that
something you developed and nurtured
currently has a high chance of ending up
in a landfill or an incinerator.
Bradford University School of
Management alumnus Dr Elaine Hickmott
argues that a circular economy means
every element of business needs
rethinking to create a closed loop of
material flow and says this should be at
the heart of a successful strategy.
Certainly for me as an aspiring designer,
the argument to use less, do less harm
and be more efficient – which in the end,
doesn’t really solve the problem – doesn’t
satisfy me. So where does that leave me?
With the goal of creating something that
makes as little impact as possible?

■ Changing business behaviour
The next fundamental goal right now is to
break this cycle of linear throughput and
change the system through design – be
that product or business model design.
It’s an opinion shared by Alan Moore,
guest lecturer at Bradford University
School of Management and author of ‘No

The problem with this current model is
that once the function of a product is no
longer functional, broken or desirable;
the parts, the materials and embedded
energy are of no value to the consumer
and they become an inconvenience.

When a product never permanently
leaves its creator; whether rented out to
hundreds of customers, or designed to
be returned after five years of service
for upgrade, retailers and manufacturers
suddenly have a much bigger invested
interest in that product. It changes the
dynamic because it puts care back
into the design brief, and creates the
right conditions where obsolescence
no longer dominates the possibilities, or
hinders the design.

■ Corporate social responsibility
I believe that access is better than
ownership, and that the next wave of
innovation will be when retailers and
manufacturers take on the responsibility
of their products, unlocking a new wealth
of opportunities to design better, waste
less, become more resilient and create
better customer relationships.
B&Q is part of the Kingfisher Group,
Europe’s largest home improvement
retail company and the third largest
of its type in the world. It has over
1,150 stores in 10 countries in
Europe and Asia and annual sales
of £11 billion. 
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Complete peace of mind for your
pharmaceutical and healthcare shipments

Flying with care
It is essential that the quality and integrity of your high
value and temperature sensitive pharmaceutical and
healthcare products is protected throughout the entire
transportation cycle.
Backed by our fleet of advanced Boeing 747-8 and
747-400 freighter aircraft and a brand-new purposebuilt 3,000 m2 warehouse facility with temperature- and
humidity-controlled environments at our Luxembourg
hub, we offer you speedy, reliable and tailored solutions
to meet your sophisticated needs.
On and off ground, your pharmaceutical products are
in the best hands with our dedicated team of highly
trained and experienced professionals. And, as you
would expect from true pioneers, we are the first GDP

certified airline in the world.
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Expeditors International
of Washington reported
2014 third quarter
earnings of US$102.38
million on revenue of
US$1.70 billion - an
increase of 11 percent
year-on-year.
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For the first nine months of the year, the
logistics company reported revenue of
US$4.79 billion – up eight percent over
2013 – and a corresponding five percent
increase in net profit to US$277.5 million.
Commenting on the results CEO Jeffrey
Musser said they gave him “a great deal of
confidence”, but added a note of caution:
“Looking forward to the fourth quarter,
we are taking these third quarter results

While we’ve always believed the only
accurate thing one could say about
forecasts is that they’re inevitably wrong...
by some as yet unknown measure of
magnitude...there doesn’t appear to
be anything on the horizon related to
conventional wisdom’s in economic
expectations that can be read out of
our airfreight volumes the last couple of
quarters… We have always preferred to
treat economic reports much the same

We don’t need the practice
in stride. As we’ve said for years, trying to
predict trends in these very fast changing
air and ocean freight markets is futile. While
heartened by the strength of ocean freight
in the third quarter, so much of how the
fourth quarter will turn out will depend on
circumstances that are still playing out in
the airfreight markets. Airfreight pricing is
still very volatile.”
However as ocean container congestion
grows in several U.S. ports prior to the
holiday season, a switch by shippers
to airfreight could see a boost to fourth
quarter results for Expeditors and its
international peers.
Meanwhile, in addition to publishing its
third quarter earnings, the company has
also revealed a Q&A with customers and
investors that probably wasn’t filtered through
a PR department. Here is an extract:
Year-over-year growth in airfreight
kilos fell each month from April
to June. Do you attribute this to a
slowdown in the global economy or
were other factors largely responsible?

way a sailor reacts to the direction of
the wind. Any experienced sailor will 		
tell you that it is how the sails are set
to tack or jibe, not the direction of the
wind that ultimately determines where
you end up.
In your opinion, what needs to change
in the airfreight and ocean freight
markets to improve your pricing power
to the point that net revenue/unit
stabilizes?
In ocean freight, the root cause of the
problem, at least from an NVOCC/OTI
perspective, is fairly simple. We currently
have a situation where cargo capacity (in
the form of new ships) is being introduced
into the global market at a faster rate
than demand (in the form of freight
volume) is being created… What we are
in fact witnessing is some inexplicable
manifestation of behavioral economics
that will probably be deciphered in its
entirety only when it is explained at some
future date in a book published by the
economists/writers that brought us all
flavors of the FREAKONOMICS series. B
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In airfreight there have been some
analogous over-capacity issues. Scheduled
passenger carriers have been reducing
dedicated freighter fleets for several years
now and some are actually getting out of
the dedicated freight business altogether.
The more passenger airlines reduce their
dedicated cargo capacity in reaction to
marginal cargo growth, the more the
strategic trend to increase the use of bellyspace as the cargo capacity of choice has
emerged. Until the excess capacity in the
freighter markets is absorbed, either by a
further reduction in capacity or an increase
in airfreight volumes, there will be a longterm softness in the pricing, interrupted on
occasion by peak season demand or other
short-term events.
Are the competitive challenges in either
the ocean freight or airfreight markets
getting worse, better, or staying the
same since the start of 2014?
Trying to isolate the impact of
competitive challenges in our industry is
a little like trying to apply the first law of
thermodynamics to a baseball game…
We’ve had some industry analysts describe
our business as the purest form of free
market competition still existing in the
global economy... and we don’t disagree…
what we have been trying to assess is
what new kinds of competitive pressures
are showing up in different forms and how
we should be responding to them. An
example of this, and as we've commented
previously, is the practice some companies
in our industry have fallen into of accepting
economically unsustainable terms and
conditions of liability.
The litmus test for just how lacking in
economic sense some of these conditions
are becomes patently evident when one
seeks to insure them. In making inquiries to
professional underwriters (in many cases
from those whose “counter party risk”
insurance products fueled the sub-prime
mortgage debacle of 2008), who, when
they understand what they are being
expected to insure, react like a vampire,
who upon waking up at dawn in the middle

of a garlic patch finds himself surrounded
by a sharp-edged wooden picket fence.
We attempt to take a much more proactive approach to risk management by
negotiating terms that make economic
sense to Expeditors, but are also fair to our
customers.
Do you think Expeditors’ incentive
compensation model will always be
unique to the company? Why don’t
competitors copy your incentive model?
We hope so. We believe that properly
administered and monitored, our incentive
compensation system is a critical element
that not only reinforces our culture but
[also] allows us to extend that culture to
our customers by way of how we grow and
maintain our business relationships with them.
Our model, with its emphasis on very
modest base salaries, and the potential
for a branch to share in a substantial
fixed percentage of the increasing branch
operating profits is a powerful motivator.
Combining the unique elements of local
entrepreneurship, leveraged across
a global network and secured with a
corporate safety net, it presents a unique
and powerful proposition to the right kind
of person. We think that would be difficult
to “retrofit” as it were on a company with
entrenched compensation policies.
Our model also provides a great screening
mechanism. The kind of manager who is
attracted to or developed by our system
is the kind of manager who is comfortable
operating under a system such as ours,
where they can both bear the risks, and
earn the rewards of entrepreneurship. It is
not for everyone, and we understand that,
we don’t apologize for it, and we believe
that it has been the driving force behind our
development and success.
Do you have to extend customer
payment terms in order to win new
business and/or retain current
customers? Do you expect that things
have stabilized or will customers
pursue even more leeway?
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There is a trend to squeeze forwarders
to lengthen their terms...sometimes to
ridiculous levels...to take advantage of free
trade credit. If the “other forwarders” hadn’t
been so anxious to accommodate these
kinds of ridiculous terms over the past five
years, we wouldn’t be talking about it now.
Somehow, there is someone somewhere
who thinks they can conjure up a freight
forwarder incarnation of Rumpelstiltskin...
and give 90 and 120-day payment terms
when you’re in a market where carriers
and government agencies demand much
shorter, sometimes immediate payment
terms. At some point in time, you run out of
cash. If you haven't mastered that "straw
to gold" routine that would predictably be
a bad day.
As long as "other forwarders" are willing
to be bullied into making uneconomical
concessions, we suspect there will be
customers who continue to ask. Sooner
or later, one of the “other forwarders” may
run out of cash and cease to operate...
and we’ll all just have to wait and see how
that ripples through the market. Our job is
to make sure that "other forwarder" isn't
Expeditors.

as quickly disappears back under the car
shaking his head.
For some reason, many of our
competitors, at least from what many of
our mutual customers tell us, refuse to
buy the metaphorical $4.00 FRAM oil filter,
somehow believing that they will neither
pay now nor pay later. They probably also
buy the “How to Win at Blackjack” books
that are for sale in the snack shops in the
airport on the way out of Las Vegas on
Sunday afternoon.
We have always chosen to pay the freight
equivalent of the $4.00 FRAM oil filter.
The idea that you can take on more risk
in this business (or any business) without
eventually having to pay somehow defies
time-honored, experiential rationale logic.
…We do not believe that our position on
these matters has caused a loss of market
share. That said, we have certainly chosen,
on occasion, to buy "the $4.00 FRAM oil
filter," preferring to "pay now," by walking
away from business with untenable terms
and conditions, as opposed to deluding
ourselves into believing that we won't "pay
later" for the "$200 main bearing job."

Have you seen a change in the way
some competitors behave with respect
to the willingness to take on more legal
risk from their customers? Is this still
causing a loss in market share and/or
putting pressure on your growth and
margins?

And finally, a question about
Expeditors’ view of the Asia Pacific
market:

In 1972 there was a classic commercial for
FRAM oil filters, the tag line for which still
resonates over 40 years later.

The particular bon mot that comes to
mind was popularized by the person who
established our ocean product many years
ago and led it to becoming the largest
NVOCC on the Pacific. When pressed with
particularly difficult pricing pressures, to
the point that profitability was in question,
he used to very diplomatically tell the
customers, “Sorry, we can’t handle this
business at those rates...we’re already
pretty busy and we don’t need the
practice...but we’d be more than happy
to continue handling your business at the
competitive rates we've already quoted.” 

In the commercial, the voice of a mechanic
working underneath a car announces that
he is working on a "$200 main bearing
job” that would have been unnecessary
had the car’s owner spent just $4.00
to buy a FRAM oil filter the last time the
oil was changed. The mechanic briefly
rolls out from under the car, intoning the
aphorism, “The choice is yours... You can
pay me now, or... pay me later,” as he just

Sometimes, while it’s difficult, we have to
remember the words of some of our early
pioneers.

Jeffrey S. Musser
CEO, Expeditors
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Left to right: Kaija Landsberg (founder and partner of Teach First Deutschland), Wendy Kopp (CEO and co-founder of Teach For All), Miriam Pech (principal of "Heinz-Brandt-Schule" in Berlin), Prof. Dr.
Christof Ehrhart (Deutsche Post DHL executive vice president Corporate Communications and Corporate Responsibility), Ulf Matysiak (director of Teach First Deutschland), and Dr. Fiona Brunk (TFD
Alumni, founder and director of a school in Wedding/Berlin)

Go Teach, Go Deliver
According to Deutsche Post DHL (DPDHL), the sustainability and innovative power
of the German economy and society depends on a strong educational system and
the targeted development of the next generation of young professionals.
With this in mind in 2009 it launched a
partnership with Teach For All, a network
of 35 independent partner organizations
around the world that have the common
goal of improving education, expanding
educational opportunity and addressing
the problem of educational inequity.
As part of its commitment, DPDHL also
supports eight national organizations
in India, Argentina, Peru, Chile, Spain,
the Philippines, Ecuador and Germany where it has been the largest underwriter
of Teach First Deutschland (TFD) since
the organization was founded in 2009.
Five years later, the partnership has just
celebrated a milestone of 200 “Fellows”,
university graduates from all academic
disciplines, who have completed two-year
assignments working in schools in highrisk communities while an additional 130
continue their assignments.
TFD’s mission is to help children and
youths, regardless of social background,
to develop into independent young men
and women with the skills and direction
to be able to tap into and grow their
potential. After receiving training from
TFD, the Fellows spend two years working
in schools providing support to teachers
in the classroom, individual tutoring and
coaching for students.
“The future success and innovative
potential of business and society
depends on a strong educational system
and a targeted, purposeful approach to
career development for young people.
Educational and career opportunities,

however, are often distributed unevenly
across society. Also here in Germany,
there are young people in need for
support,” says Christof Ehrhart, executive
vice president Corporate Communications
and Responsibility at Deutsche Post DHL.
“We thank Deutsche Post DHL for our fiveyear-partnership. Without the support of
the company, our project would not look
the same”, says TFD CEO Ulf Matysiak.
“The financial aspect is only one of many.
Deutsche Post DHL adds with specific
activities like mentoring programs, career
coaching and seminars for fellows and
volunteering projects at schools to the
professionalism and attractiveness of the
program.”
For DPDHL, its partnership with TFD
and Teach For All fits with its group-wide
program GoTeach. Along with the goal
to improve education and access to
educational opportunity, it also provides
young people with their first look into the
working world and supports them in the
process of choosing a career or vocation.
As part of the GoTeach partnerships,
DPDHL employees also contribute their
own skills and experience to students
by mentoring, training in job application/
interview skills, or providing them with a
look into everyday working life - practical,
hands-on ways to prepare for life
after school.
The group’s support for TFD is more
than just financial. Along with training
opportunities, it offers a dedicated
mentoring program for TFD Fellows
who receive career guidance from
group managers over a period of 15
months during the second year of their
assignment. In addition, DPDHL provides
insight into business topics and offers
them seminars on leadership, change
management and process optimization.
On November 14-15, TFD organized
a conference in Berlin with the motto
“Courage! – Joint action for more
educational chances”. The conference
focused on questions, ideas and
proposals by TFD employees, Fellows
and Alumni – the latter also presented a
book about their experiences working in
schools with a foreword by Frank-Walter
Steinmeier, Germany’s foreign minister. 
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